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EDITORIAL
There is great difference of opinion
Accountants’ Assistants
among clients of accountants as to the
and the Client
extent to which the client may properly
interfere with the selection of men assigned to carry out the pro
fessional work which he has engaged the accountant or the ac
counting firm to undertake. Some business men seem to believe
that they have a perfect right to dictate the choice of seniors, and
sometimes even of juniors, and to refuse to accept the employees
whom the accountant sends to make investigations and audits
which are to form the basis of the accountant’s report or recom
mendation. Such clients apparently regard the accountant as
little more than an employment agent who has a list of eligible
men from whom the client makes his selection. In many cases
it seems that the client cares more for the identity of the employee
than of the employer, and we hear now and then of staff members
drifting from one accounting firm to another and “carrying their
clients with them.” It is perhaps natural that a senior assistant
or other employee who has become favorably known to the client
should be accorded a better welcome than would be given to a
stranger. It is permissible for a client to say that he would be
glad to have his work entrusted to the man or men who have
established a friendly relationship with the client’s employees,
and when such a wish can be granted without fear of sacrificing
the absolute impartiality of the investigation or without serious
inconvenience to the accountant, it is customary to comply with
the request that certain men be assigned to the work. But it
must be remembered that it is never well to encourage intimacy
between the auditor and the audited. In some cases it has been
found, when too late, that the man or men in charge of the force
in the field have been far too lenient and have accepted without
sufficient verification the statements which have been presented
by the accounting department of the client. Many a shortage
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has been passed over by the assistant in charge of audit because
he had known the client’s staff for years, was familiar with the
conduct of the office and was quite confident that the word of the
treasurer or controller or manager or chief accountant could be
accepted without the slightest hesitation. Sometimes the client
himself has become so good a friend of the accountant’s employees
that they simply could not dream of doubting anything he might
allege, and when a gross misstatement of assets or liabilities sub
sequently has been discovered, the excuse offered by the field
force has been the impossibility of distrusting what the client
had said.
To follow the moral of this story to
Change of Personnel
its logical conclusion one would say
often Desirable
that the ideal procedure would be to
avoid sending the same men year after year to the same task. It
might even be made a rule that an assistant should never be as
signed to two consecutive audits of any concern. Such a system
would prevent the familiarity which discourages thoroughness,
and if the client should protest against rotation he might easily
be reconciled to the change by an explanation of the reasons for
it. Of course, there may be clients who would have cause to
fear the coming of too inquisitive an assistant, but they are prob
ably a small minority. It is a plausible and sometimes a
sound contention that the men who have been assigned to audit
the affairs of a company are well equipped by experience and
knowledge to analyze and criticize the accounts of the company
and that new men would be less efficient and less rapid because
they would have to acquaint themselves with the peculiarities of
the business before they could proceed to an intelligent survey of
the conditions. There is a general tendency to keep the same
men employed on successive investigations of companies in one in
dustry or one group of industries, and as a result many firms have
staffs especially well trained in the fields which are their chief
scenes of activity. This tendency is characteristic more of the
large firm than of the small. The latter finds itself, almost
necessarily, required to transfer men from one kind of business to
another and the segregation of one set of men for one industry
is often impracticable. There is as much to be said in favor of
the lack of continuity of assignment as there is against it. The
advantages and disadvantages in both cases are pretty evenly
balanced.
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But it is not to be inferred from the fact
The Accountant should
that
a firm is known to have a special
not Accept Dictation
staff of assistants, trained, let us say
for example, in the accounts of textile mills, that the client whose
interests are in that industry has a right to demand that the ac
countant shall assign to the audit of his accounts any specifically
designated employee. Indeed, there are accountants who would
look with a good deal of disfavor upon such a request and might
feel that the attempt to influence the selection of men was an
indication that special care should be exercised and a wholly new
group of men should be entrusted with the audit. As has been
said, the request for the same assistants year after year may be,
and perhaps generally is, innocuous and natural enough. In the
great majority of cases the wish of the client can be granted, un
less it is made in a way which gives rise to uncertainty as to good
faith; but the wise accountant is ever on the alert to prevent
anything which can lead to the least modification of the rigorous
conduct of investigation. It matters not how positive the ac
countant and his assistants may be that all is well, the duty of
the auditor is to audit and not to accept anything which he does
not verify, unless it be some item for which he plainly declines to
be responsible. Consequently, however innocent may be the
request for the assignment of certain men, the accountant will
always remember that there may be some hidden motive and that
before the wish of the client is granted it must be indubitably
demonstrated that the request is not intended to effect a reduc
tion of vigilance. Of course, the accountant is sure of the loyalty
and integrity of his employees, else they would not be on his
staff. The careful accountant will not retain as a client any man
or any company concerning whose straightforwardness he is
seriously in doubt. But, even so, the accountant can never
forget that some of the most trusted employees have proved weak
or indifferent and some of the most honored leaders of the business
world have fallen with tragic totality. The safe rule calls for cau
tion and clear proof of innocent intent before the wish of the client
is allowed to prevail.
The vital part of the whole matter is,
Rights Governed by
Professional Relationship however, a question of the right of the
client to select the employees of the ac
countant for any given engagement. And yet really it is not a
question at all. The client has not the least shadow of right.
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The accountant is engaged in a professional capacity by the busi
ness man, the banker, the lawyer, or whom not, to render certain
definitely described services. The client enters into such a re
lationship with the accountant because he believes that the ac
countant is competent, experienced and of known probity. (If
he engages the accountant for any other reason he is deceiving
himself or intends to deceive the public.) He feels that he can
rely upon the accountant to give him the professional advice and
assistance which he desires. If he has the slightest uncertainty
about the ability or integrity of the accountant he should not have
engaged him. He is interested in the conclusions which the ac
countant reaches after audit, investigation or whatever other
preliminary steps may be necessary. What he wants is a report
upon the result of the accountant’s analyses, and that report
must contain the opinion of the accountant. It should not
matter one iota whether the accountant employs one man or ten,
whether the man in the field be Smith or Jones or Murphy,
whether the methods of investigation be these or those. It is
the final summing up by the accountant which is desired. If the
accountant has the confidence of the client it certainly can not
be a restricted confidence. The accountant is competent to do
the thing which is required or he is not. If not, some other ac
countant in whom confidence is complete should be engaged. To
say, then, to the accountant that the assistant in charge is not
acceptable or should be some other man is in reality to doubt the
professional ability of the accountant. (Obviously these remarks
do not apply where some individual assistant has made himself
personally obnoxious by tactlessness or worse. In such a case
the client has a perfect right to suggest recall of the offending
man, but even then he has not the right to insist upon recall.)
Some of the misunderstanding of this question is probably due to
the old custom of charging fees based upon the number of men
and the number of days. The client came to regard the men
and their time-reports as subject to his approval. Well, there is
much to be said for the per-diem system, but if it be not heresy—
or, for that matter, if it be—we believe that the time is not far
distant when the system will be succeeded by fees based upon the
nature of the work rather than on the mere time-measured volume
of it. That, however, is another question which is not at present
before the house. The topic before us now is one of possible rela
tionship of the client to the accountant’s employees. And our
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contention is that there is no such relationship. The accountant
and the client are involved in a professional engagement. The
client looks to the accountant for certain reports and recom
mendations. It is not the business of the client to prescribe the
methods by which the results are to be obtained. Any client
who denies that thesis or any accountant who bows to such a
denial repudiates the professional character of accountancy and
places it upon the plane of employment—of master and man.
But now, it may not be out of place to
give some thought to the whole question
of charging fees for professional services
based upon the amount of time devoted to the work done. Un
doubtedly, the per-diem system, as it is called, has certain
advantages and disadvantages; certain causes have led to its
general adoption; and certain indications point to its gradual aban
donment in the days to come. It may be a sort of pithecan
thropus in the anthropology of the profession—a link between the
time when accountancy was not and the time when it shall
come into its proper place in the scheme of things. In the be
ginning, when, as J. K. Stephen said in another sense, we were
“little above the earth,” it was with a good deal of reluctance that
the client entrusted to the accountant the task of investigating,
analyzing, synthesizing and reporting upon the financial condi
tions of a business. This accounting fellow was an almost un
known person and his operations if necessary should at least be
carefully restricted as to scope and intensity, but more especially
as to compensation. It was not to be thought of that the ac
countant should be given a free rein and allowed to delve how he
listed. The most that could be permitted was a narrowed and
constantly supervised field of activity, and the truly profes
sional nature of the work was not recognized. Consequently, it
seemed altogether reasonable to buy the service of the accountant,
exactly as one would purchase any tangible commodity, by meas
urement. Indeed it was the only way. It was not possible to
compute the volume of service by its weight or area. The only
gauge was time. Accordingly, time became the basis for fee and
payment. The accountant began in a small way by asking, with
some trepidation, a daily wage which was a trifle higher than the
salary of a bookkeeper. Then he needed assistants and for them
he charged a rate slightly greater than he paid. Then came the
Why There Are
Per-Diem Fees
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time when these assistants were numerous and it was necessary
to classify them as seniors and juniors. This classification has
now been expanded to include various kinds of employees from
inexperienced novices, who are in training, up to the manager or
supervisor. For all these the fees charged have, however, fol
lowed the per-diem plan, except in rather rare instances which
have called for special arrangements.
The client has always had a fondness
for the per-diem rate. It has seemed to
him quite fair to all concerned and he
has felt that it enables him to keep something like an inventory
of services bought and sold—so many hours of work by so many
men of each class. When the bill for fees comes in he likes to
check the number of “man-hours” by his own tally and although
he is not always above pleading for a reduction of rate he does
not often quibble about the quantity supplied. One of the merits
of the plan is the opportunity which it entails to render bills in
detail. It seems perfectly simple to engage so much of the man
power on an accountant’s staff at a fixed rate for each day em
ployed, and many business men have been unwilling to adopt
any other method, unless the accountant would consent to quote
what is known as a “flat-fee” so low that it offered practical
assurance of a lower cost. Nearly every accountant has tried to
steer clear of the flat fee quoted in advance of the completion of
the work. The old practice of calling for bids of fixed amount is
being rapidly discarded. A few counties, municipalities and
the like still cling desperately to the idea of lump-sum bid
ding, but a great many accountants will not have anything to do
with such clients. The per-diem basis of charges is, however,
well nigh universal and its long continuance has given it an ap
pearance of permanence and firm footing. It will not be easy to
convince the business world that while the daily rate had its
advantages in the early days it is not wholly desirable as a meas
ure for the future. Indeed, there are many accountants, perhaps
a majority, who would be found in opposition to any proposal to
depart from the existing custom. They would feel, quite natu
rally, that it had taken a long time to establish a fairly satisfac
tory basis of daily fees, and they would hesitate before approving
any change which would surely call for another campaign of edu
cation before the client could be made to acquiesce. Most of
453
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us prefer to remain about as we are, provided we be moderately
comfortable and happy. New manners, new processes demand
so much overturning of familiar order, so much walking in strange
paths, that we abide by the old as the best for us, whether it be
the best or not. And yet there are accountants, and their num
bers grow yearly, who are convinced that our ancient friend Per
Diem has passed his three score years and ten and whatsoever is
more than these is labor and sorrow.
There are many sound reasons why
there should be a change. Some of
them are obvious. For example, when
the accountant is requested to undertake, let us say, an audit of
the accounts of a corporation, and he knows that his fees are to
be governed by the length of time and the number of men as
signed to the work, it is not altogether impossible that he will
look with an indulgent eye upon the not-too-rapid labors of his
staff. The more days, the more dollars. Oh, of course, no
reputable accountant would waste time for the sake of increasing
his fee. No honest contractor in the cost-plus-a-percentage
period of war time encouraged waste of material and labor.
But the truth remains that there were some despicable men who
gouged the country in its crisis, and there have been accountants
who have fallen far short of the honorable standards of the pro
fession as a whole. Specific instances are impressive: One of the
large cities in the western part of the country called for “bids”
for an audit of the municipal accounts. (This fact robs one of any
profound sympathy for the victim of such folly.) An accountant
whose offer upon the per-diem plan was the lowest was given the
engagement and he succeeded in keeping himself, two or three
seniors and quite a little army of juniors at work for nine months
before he rendered his report and collected his fee. It was a
great blessing to the accountant and his family. But after the
report had been considered by the city fathers and step-fathers
someone expressed the opinion that the work was not satisfac
tory. It was finally decided to call upon a well known practi
tioner of that city to go over the work of the other accountant.
The request came at a time when there was not much else to do,
so accountant No. 2 made the audit himself assisted by two senior
men. He reviewed all that had been done, found it wise to undo
some of the work of his predecessor, and, in a word, did about as

Some Reasons for a
Change
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much as the cohorts of No. 1 had done. The whole case involved
nearly three weeks and the fees charged were to the fees of the
first accountant about as one is to ten. The friend of the daily
rate system will say, of course, that No. 2 should have been called
upon in the beginning and the city should not have experimented
with No. 1. Quite true; but on the other hand, the city may not
have known the prehensile qualities of the one first selected. The
best plan of all would have been to learn the standing of the ac
countant, to trust him, to give him a free hand, and to pay a fair
fee for fair service, without giving thought to bids or bidders and
without attempting to buy professional service by the day.
A daily rate does not take into
Weakness of the Daily
account the differing abilities of the
Rate
men employed. If the client pays, let
us say, $35 a day for seniors, he pays the same amount for Senior
Jones as for Senior Robinson, whereas the latter may be a far
quicker and more efficient worker and the former may be one of
those men described as slow and sure, which generally means
chiefly slow. Is it right to expect the client to pay a fee based
solely on time spent, when the use of the time may be so widely
variant? Then, again, there is the matter of locality. Rates of
salary in New York are not those of Brownsville. The firm may
have branches in both places. Shall the man of the Brownsville
branch produce a greater profit to the firm than the man in the
large city? He will do so if a common per-diem rate is demanded.
But the chief objection to the daily rate is that it savors too
strongly of contract, a relationship which should never exist be
tween a professional man and his client. One may pay his
bookkeeper a salary, and that, of course, is in the nature of a con
tract, but one does not make a contract with his lawyer or his
physician. The bookkeeper is the servant of his employer, a
perfectly proper and eminently respectable position to occupy,
but it is not professional in any sense of the word. The cold,
matter-of-fact, fixed relationship is out of keeping when it comes
to the professional association of the accountant and his client.
Let the per-diem system prevail and there is always a trace of the
master-and-man, the buyer-and-seller contract, and the account
ant is placed in a position which lacks something of the ideal con
dition. Again, the daily rate is undesirable because it can not be
applied equally well to all kinds of work. For instance, it is
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clearly unfair when acting as the representative of a client in a
case involving claims for abatement or refund of taxes assessed.
The number of days spent on the case may not have much bear
ing upon the amount of experience, the ability or the resourceful
ness of the accountant. There are people who profess to believe
that tax cases should be taken up on an arrangement to charge
fees based upon the amount saved or recovered. That, of course,
is the worst basis of all, whatever some “tax experts” may say to
the contrary. But it is certainly absurd to charge a fee determined
by the days devoted to the case. The only acceptable course is
to demand a fee which takes into consideration everything
except the saving or recovery and to see to it that the fee is
the same whether the claim be lost or won. In no other way can
professional proprieties be observed.

It seems to be agreed by those men who
look furthest in the profession that the
reign of the per-diem system is nearing
its end. It has served a useful introductory purpose. Business
men have been induced by it to take advantage of the services
of accountants. The fear of excessive costs of service has been
allayed to some extent, if not entirely, by the feeling that the
accountant was giving a calculable amount of time to the work in
hand, and if that gave promise of running to extremes the ar
rangement could always be terminated. But when that much
has been admitted, one is not compelled to go further. It is not
on record that legal fees have ever been principally influenced by
the length of time involved in a case. Neither has the fee of the
medical man been so computed. In the accountancy of the
future there will be a turning to the ways of the older professions.
How shall the accountant know what to ask for his advice, his
conclusions? It seems to us that the fee should be sub
stantial, never exorbitant, never “all the traffic will bear,” but
never too small. And it should be determined by three main
factors. First, it should be affected by the character of the work.
If a simple audit of a routine nature is to be done, it is not reason
able to expect a fee reflecting the exercise of profound professional
acumen. Second, the standing of the accountant has something
to do with the question. One does not hesitate to pay a great
surgeon more than he pays the prescriber of poultices and cathar
tics. Third, it is almost always well to think of the cost to the
A New Way is
Found
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accountant. This is as near as we come to the per-diem prin
ciple, but it is yet some distance away. There are many readers
of this magazine who have strong opinions on both sides of this
important question and it would be helpful to the cause of ac
countancy if such men would express their views for publication.
It is not a question which will be decisively answered today or
tomorrow, but it will be settled one day not far off. Surely it
concerns everyone, whether accountant or client, who has to do
with the profession, and it can do nothing but good to consider
and to discuss it fully and frankly. It is our firm belief that the
statement presented by the accountant of day after tomorrow
will read simply, “For professional services rendered The X
Corporation.” And in that brief sentence the emphasis will rest
upon the second word. If abuses shall creep in under that
method—as abuses do sometimes occur under every plan—they
will call merely for the engagement of another accountant and the
avoidance of all association thereafter with the offender. And
that is the remedy for evil in any sort of arrangement which may
exist between accountant or other professional man and his client.
Is this argument for a new basis of fees idealistic or unsound?
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